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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Assistant  Secretary  for 
Community  Planning  and 
Development 

24  CFR  Part  570 

[Docket  No.:  R-88-1383;  FR  2449] 

Urban  Development  Action  Grant 
(UDAG);  Selection  Criteria 

agency:  Office  of  the  Assistant 
Secretary  for  Community  Planning  and 
Development,  HUD. 

ACTION:  Final  rule. 

summary:  This  rule  implements  the 
amendments  under  the  Housing  and 
Community  Development  Act  of  1987 
and  the  HUD — Independent  Agencies 
Appropriations  Act,  1988  to  section  119 
of  the  Housing  and  Community 
Development  Act  of  1974 — Urban 
Development  Action  Grant  (UDAG) 
statute,  42  U.S.C.  5318,  by  modifying  the 
UDAG  project  selection  criteria  and  by 
modifying  the  definitions  of  eligible 
cities.  This  selection  system  is  expected 
to  spread  UDAG  funds  to  more  areas  of 
the  country. 

EFFECTIVE  DATE:  Under  section  7(o)(3)  of 
the  Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(o)(3)), 
this  final  rule  cannot  become  effective 
until  after  the  first  period  of  30  calendar 
days  of  continuous  session  of  Congress 
which  occurs  after  the  date  of  the  rule’s 
publication.  HUD  will  publish  a  notice 
of  the  effective  date  of  this  rule 
following  expiration  of  the  30-session- 
day  waiting  period.  Whether  or  not  the 
statutory  waiting  period  has  expired, 
this  rule  will  not  become  effective  until 
HUD’s  separate  notice  is  published 
announcing  a  specific  effective  date. 

FOR  FURTHER  INFORMATION  CONTACT: 
Stanley  Newman,  Director,  Office  of 
Urban  Development  Action  Grants, 

Room  7262,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street, 
SW.,  Washington,  DC  20410,  (202)  755- 
6290.  (This  is  not  a  toll-free  number.) 
SUPPLEMENTARY  INFORMATION:  Section 
515  of  the  Housing  and  Community 
Development  Act  of  1987  (Pub.  L.  100- 
242,  approved  February  5, 1988),  (1987 
Act),  and  the  HUD-Independent 
Agencies  Appropriation  Act,  1988  (Pub. 
L.  100-202,  approved  December  22, 1987) 
amended  section  119  of  the  Urban 
Development  Action  Grants  (UDAG) 
statute,  42  U.S.C.  5318.  On  May  2, 1988, 
the  Department  published  proposed 
rules  governing  these  amendments  in  the 
Federal  Register  (53  FR  15566).  The  new 
provisions  included  the  following  areas: 


•  A  two-phased  65%-34%  selection  system 
with  statutorily  assigned  weights  for 
impaction,  distress,  project  merit  factors  and 
bonus  points. 

•  A  $10  million  cap  on  individual  grants  for 
FY 1988  and  FY  1989. 

•  Modifications  to  the  "Definitions” 
section. 

•  Revisions  to  the  project  selection  criteria, 
use  of  repaid  grant  funds,  certifications  and 
the  application  submission  and  review 
schedule. 

Interested  parties  were  given  until  June 
1, 1988  to  comment  on  the  proposed 
rules.  Twelve  responses  were  received. 
All  comments  have  been  reviewed  and 
their  disposition  is  discussed  below. 

Section  570.451  Definition 

Two  commenters  suggested  that  HUD 
eliminate  the  General  Revenue  Sharing 
Program  eligibility  as  a  factor  for 
defining  eligible  “Indian  Tribe”  because 
of  inequities  that  use  of  this  factor 
would  cause.  For  example,  new  tribes 
may  have  been  formed  after  the 
termination  of  the  General  Revenue 
Sharing  program,  and  therefore  not  be 
able  to  meet  the  eligibility  criteria.  HUD 
understands  this  concern.  However, 
since  this  is  a  statutory  requirement, 
HUD  has  no  authority  to  change  it.  The 
definition  remains  as  proposed. 

A  commenter  suggested  that  the 
definitions  of  “transaction”  and 
“economic  development  component” 
place  onerous  requirements  upon 
projects  containing  public  facility 
activities.  The  commenter  felt  that  such 
definitions  will  hurt  projects  with 
integrally  related  public  facilities 
because  their  leveraging  ratios  will  be 
lower  and  therefore  less  competitive  in 
project  selection.  HUD  determined  that 
one  of  the  key  interests  of  the  UDAG 
program  is  to  leverage  private 
investment.  The  UDAG  program  should 
not  pay  for  public  facilities  as  a  sole 
funding  source.  Other  budgetary  funds 
(State  and  ldbal)  should  be  used  for  such 
public  facilities.  The  selection  system 
does  allocate  2  points  for  State/Local 
funds  per  UDAG  dollar.  The  two 
definitions,  however,  remain  as 
proposed. 

One  commenter  supported  the 
addition  of  three  Hawaiian  counties  as 
“cities”  in  terms  of  defining  eligibility 
for  the  UDAG  program.  Such  an 
addition  has  been  made  and  is  a  result 
of  legislation  amending  the  UDAG 
statutes. 

Section  570.455  Eligible  activities 

HUD  was  urged  to  restore  project 
selection  points  for  projects  in  which 
minorities  are  participants  as 
contractors,  major  suppliers,  equity 
investors,  lessors,  owners  or  private 
participating  parties.  The  Housing  and 


Community  Development  Act  of  1987 
contains  an  exclusive,  prescriptive  list 
of  criteria  for  selection.  HUD  has  no 
authority  to  modify  the  list.  Minority 
business  participation  is,  however, 
encouraged  in  §  570.455(d). 

Section  570.458  Full  application 

Concern  was  expressed  about  the 
potential  impact  on  the  selection 
process  caused  by  the  change  in 
relocation  requirements  under  section 
509  of  the  Housing  and  Community 
Development  Act  of  1987  after  October 
1, 1988.  A  commenter  suggested  that  the 
financial  burdens  of  the  new  relocation 
requirement  will  adversely  affect  UDAG 
projects.  After  analysis  of  the  issue, 

HUD  remains  convinced  that,  as  a 
matter  of  law,  if  an  applicant  chooses  to 
submit  a  UDAG  application  that 
contains  residential  relocation,  the 
applicant  must  comply  with  the 
relocation  requirements  and  bear  any 
such  costs. 

One  commenter  asked  for  clarification 
of  the  criteria  for,  and  the 
documentation  needed  for  obtaining,  the 
selection  point  for  “Pressing 
Employment  Need”.  The  Department 
does  not  require  documentation  from  an 
applicant  to  award  this  selection  point. 
Instead,  a  general  statement  describing 
a  condition,  such  as  a  plant  closing, 
which  has  had  a  significant  impact  on 
employment  in  the  community  and 
which  would  be  alleviated  by  the 
activities  proposed  in  the  UDAG 
application  would  suffice.  The 
regulation  identifies  these  activities  as 
reemploying  workers  in  a  skill  that  has 
recently  suffered  a  sharp  increase  in 
unemployment  locally;  retraining 
recently  unemployed  residents  in  new 
skills;  or  providing  training  to  increase 
the  local  pool  of  skilled  labor. 

A  commenter  asked  for  clarification 
of  the  work  “area”  in  citing  the 
requirement  for  the  applicant  to  certify 
that  “the  area  has  a  severe  shortage  of 
housing  for  low  and  moderate  income 
persons”,  in  regard  to  “Pressing 
Residential  Need”.  The  term  “area” 
refers  to  the  applicant’s  entire 
geographic  jurisdiction,  i.e.,  city  or 
urban  county.  HUD  will  accept  the 
applicant’s  certification  as  to  a  severe 
housing  shortage  for  low  and  moderate 
income  persons. 

Section  570.459  Criteria  for  Selection 

Support  was  expressed  by  one 
commenter  for  the  new  statutorily 
imposed  two-tiered  selection  system 
(65% — 35%)  as  a  method  to  make  areas  in 
the  West  more  competitive  under  the 
UDAG  program. 
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Another  comment  recommended 
revising  the  UDAG  project  selection 
system  to  give  priority  to  proposed 
activities  of  enterprise  zones  in 
coordination  with  UDAG  projects.  This 
idea  was  analyzed  carefully  and  HUD 
determined  that  a  selection  factor  for 
UDAG  projects  within  a  federally 
designated  enterprise  zone  would  be 
added.  This  factor  falls  within  the 
statutory  selection  criterion  at  section 
119(d)(l)(C)(vii)  for  commitment  of  State 
or  local  government  funding  or  special 
economic  incentives. 

A  question  was  raised  concerning 
how  points  for  the  leveraging  ratio 
factor  are  assigned  to  multi-component 
transactions  and  whether  they  are 
averaged.  The  answer  is  that  the  total 
private  investment  for  all  components 
will  be  divided  by  the  UDAG  amount  to 
arrive  at  a  single  leveraging  ratio  for  the 
project.  All  transactions  must,  however, 
individually  meet  the  2.5:1  leveraging 
test  of  private  dollars  to  UDAG  dollars. 

Two  commenters  felt  that  the 
leveraging  ratio  factor  was  receiving  too 
many  points  in  the  selection  system  (10 
out  of  33)  and  should  be  reduced,  with 
the  points  spread  to  other  factors. 
Another  comment  suggeted  that  there 
were  not  enough  points  for  lower 
income  people  or  people  with  the 
greatest  need  for  jobs,  and  that  taxes 
and  UDAG  funds  per  job  were 
misleading  measures  and  should  be 
reduced  on  the  point  scale.  HUD  has 
carefully  analyzed  these  suggestions 
and  has  made  the  following  changes  to 
the  regulation  for  the  selection  system: 

1.  Leveraging  Ratio  (10) — No  change. 
It  is  HUD’s  view  that  this  measure  is  a 
key  factor  in  the  program  and  deserves 
this  level  of  points. 

2.  New  Permanent  Jobs  (3) — No 
change. 

3.  UDAG  Funds  Per  New  Permanent 
Job  (7) — No  change. 

4.  Percent  New  Low/Moderate 
Income  Jobs  (2) — This  factor  was 
incresed  from  1  to  2  points  in  response 
to  comments. 

5.  Percent  New  Minority  Jobs  (2) — 
This  factor  was  increased  from  1  to  2 
points  in  response  to  comments. 

6.  Retained  Jobs  (2) — No  change. 

7.  Pressing  Employment  Need  (1) — No 
change. 

8.  Pressing  Residential  Need  (1) — No 
change. 

9.  Tax  Benefit  Per  UDAG  Dollar  (2) — 
This  factor  was  reduced  from  5  to  2 
points  in  response  to  comments. 

10.  State/ Local  Funds  Per  UDAG 
Dollar  (2) — No  change. 

U.  Federal  Enterprise  Zone 
Designation  (1) — This  factor  was  added 
in  response  to  a  comment,  to  recognize 
the  importance  of  locating  UDAG 


projects  within  federally  designated 
enterprise  zones. 

Two  respondents  cited  the  need  for  a 
definition  of  new  permanent  jobs  and  a 
methodology  for  determining  net  new 
jobs  for  UDAG  projects.  As  one  of  these 
respondents  noted,  there  are 
instructions  for  calculating  net  jobs  in 
the  UDAG  application  form.  When  the 
application  form  is  revised,  clarification 
will  be  provided  in  instructing 
applicants  as  to  the  methodology  for  the 
calculation.  HUD  will  continue  to  deduct 
jobs  transferred  within  the  jurisdiction 
of  the  applicant  and  only  count  new  jobs 
for  the  community.  HUD  will  continue  to 
permit  applicants,  developers  and  other 
parties  to  submit  evidence  as  to  the 
anticipated  job  transfers  for  the  specific 
project.  If  there  are  any  complaints 
about  job  transfers,  this  information  will 
be  analyzed  to  see  if  it  rebuts  the 
presumptions  as  to  job  transfers. 

The  selection  system  gives  an 
unintentional  bias  to  commercial 
projects  over  industrial  projects 
particularly  with  UDAG  funds  per  job, 
tax  benefits  and  percent  low/moderate 
income  jobs,  one  commenter  believed. 

No  specific  suggestions  were  made  by 
the  commenter.  After  careful  analysis, 
HUD  notes  that  a  substantive  majority 
of  small  city  projects  are  industrial 
activities,  but  that  large  cities  primarily 
submit  commercial  type  projects  or 
mixed  use  activities.  Retained  jobs,  as 
noted  in  the  proposed  regulation,  have 
been  increased  to  2  points  to  account  for 
the  need  to  address  industrial  plant 
closings. 

A  commenter  cited  the  need  for  a 
definition  of  private  leverage.  Such  a 
definition  is  provided  in  §  570.451(1), 
and  in  the  UDAG  application. 

Another  commenter  questioned  the 
method  for  the  award  of  points — was  it 
to  be  “all  or  nothing”  or  based  on  a 
range?  Points  will  be  assigned  based  on 
a  range,  with  the  most  points  being 
awarded  for  the  project  in  the  round 
with  the  highest  factor  (e.g.,  for 
leveraging,  10  points  will  be  assigned  for 
the  highest  leveraged  project,  scaling 
down  to  0  points  for  the  lowest 
leveraged  project).  A  commenter  also 
proposed  that  a  project  lose  points  if  it 
adversely  impacts  a  previously  funded 
UDAG  project  from  the  same  applicant. 
This  interesting  idea  was  considered  but 
determined  to  be  impracticable,  since  it 
is  presumed  that  applicant  cities  and 
urban  counties  act  in  their  own  self- 
interest  and  would  not  seek  assistance 
for  adverse  impact  on  themselves. 

Section  570.461  Post  preliminary 
approval  requirements 

Clarification  was  requested 
concerning  whether  housing 


rehabilitation  is  an  eligible  use  of  UDAG 
loan  repayments.  Since  housing  rehab  is 
an  eligible  activity  in  the  UDAG 
program,  it  is  an  eligible  activity  for  use 
of  repayments. 

Another  commenter  requested 
clarification  whether  a  UDAG  loan 
repayment  can  be  used  to  pay  the  costs 
of  UDAG  project  administration.  The 
new  language  in  the  Act  specifies  that 
repayments  can  be  made  available  by 
the  recipient  for  economic  development 
activities  that  are  eligible  for  funding 
under  the  UDAG  program  or  section  105 
of  the  Housing  and  Community 
Development  Act  of  1974  (Community 
Development  Block  Grants).  Therefore, 
repayments  may  be  used  for  any  activity 
eligible  under  the  UDAG  program  or  any 
activity  eligible  under  the  CDBG 
program  which  is  related  to  economic 
development,  including  administrative 
costs  for  economic  development 
projects.  Activities  eligible  under  the 
CDBG  program  but  not  related  to 
economic  development  (such  as 
construction  or  recreational  facilities  or 
provision  of  public  services)  are  not 
eligible  uses  for  UDAG  repayments. 

One  commenter  suggested  that  the 
assertion  in  the  proposed  rule  that  the 
rule  did  not  constitute  a  “major  rule”  as 
defined  by  Executive  Order  12291  was 
incorrect.  HUD  continues  to  believe  that 
the  rule  does  not  meet  the  Executive 
Order's  definition  of  a  major  rule.  The 
Executive  Order  addresses  general 
economic  effect.  A  general  economic 
effect  would  be  realized  if  the  funds 
were  being  awarded  in  such  a  way  that 
there  was  a  cost  or  benefit  to  the  overall 
economy  of  $100  million  or  more.  For 
example,  if  $100  million  or  more  were 
not  going  to  be  spent  because  of 
constraints  in  the  proposed  rule,  or  if 
$100  million  or  more  were  going  to  be 
spent  inefficiently,  then  there  would  be 
implications  under  the  Executive  Order 
Instead,  what  HUD  has  done  in  the 
proposed  rule  is  to  establish  revised 
criteria  (required  by  statute)  which  will 
mean  that  the  mix  of  particular  projects 
to  be  funded  may  change  under  the 
proposed  rule,  but  the  aggregate  impact 
on  the  economy  will  not. 

The  same  commenter  expressed 
concern  that  the  proposed  rule  will  have 
a  significant  economic  impact  on  a 
substantial  number  of  small  cities  and 
cited  a  particular  UDAG  project 
application  as  a  case  in  point.  The  facts 
in  the  case  cited  by  the  commenter 
indicate  that  this  rule  will  not  make  it 
any  more  or  less  likely  that  the 
application  in  question  would  be 
funded.  HUD  regards  the  rule  as 
completely  neutral  with  reference  to  the 
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facts  suggested  in  the  commenter’s  case 
example. 

Other  Matters 

A  Finding  of  No  Significant  Impact 
with  respect  to  the  environment  has 
been  made  in  accordance  with  HUD 
regulations  at  24  CFR  Part  50,  which 
implement  section  102(C)  of  the  National 
Environmental  Policy  Act  of  1969.  The 
Finding  of  No  Significant  Impact  is 
available  for  public  inspection  during 
regular  business  hours  in  the  Office  of 
Rules  Docket  Clerk  at  the  above 
address. 

This  rule  does  not  constitute  a  "major 
rule”  as  that  term  is  defined  in  section 
1(b)  of  Executive  Order  12291  issued  by 
the  President  on  February  17, 1981. 
Analysis  of  the  rule  indicates  that  it 
does  not  (1)  have  an  annual  effect  on  the 
economy  of  $100  million  or  more;  (2) 
cause  a  major  increase  in  costs  or  prices 
for  consumers,  individual  industries, 
Federal,  State  or  local  government 
agencies,  or  geographic  regions;  or  (3) 
have  a  significant  adverse  effect  on 
competition,  employment,  investment, 
productivity,  innovation,  or  the  ability  of 
the  United  States-based  enterprises  to 
compete  with  foreign-based  enterprises 
in  domestic  or  export  markets. 

Under  the  Regulatory  Flexibility  Act 
(5  U.S.C.  601),  the  Undersigned  certifies 
that  this  rule  would  not  have  a 
significant  economic  impact  on  a 
substantial  number  of  small  entities 
because  the  number  of  affected  small 
entities  would  not  be  substantial.  The 
funding  for  the  UDAG  program  has  been 
reduced  in  recent  years  and  the  effect  of 
the  changes  will  be  neutral  on  the 
competitive  position  of  small  entities. 

This  rule  was  listed  as  item  988  in  the 
Department’s  Semiannual  Agenda  of 
Regulations  published  April  25, 1988  (53 
FR 13854, 13883)  under  Executive  Order 
12291  and  the  Regulatory  Flexibility  Act. 

The  Catalog  of  Federal  Domestic 
Assistance  number  is  14.221 — Urban 
Development  Action  Grants. 

List  of  Subjects  in  24  CFR  Part  570 

Community  development  block  grants, 
Grant  programs:  Housing  and 
community  development,  Loan 
programs:  Housing  and  community 
development,  Low  and  moderate  income 
housing,  New  communities,  Pockets  of 
poverty,  Small  cities. 

Accordingly,  the  Department  amends 
24  CFR  Part  570  as  follows: 

PART  570— COMMUNITY 
DEVELOPMENT  BLOCK  GRANTS 

1.  The  authority  citation  for  24  CFR 
Part  570  continues  to  read  as  follows: 


Authority:  Title  I  of  the  Housing  and 
Community  Development  Act  of  1974  (42 
U.S.C.  5301-5320);  sec.  7(d),  Department  of 
Housing  and  Urban  Development  Act  (42 
U.S.C.  3535(d)). 

2.  Section  570.451  is  amended  by 
adding  new  paragraphs  (m),  (n),  (o)  and 
(p),  to  read  as  follows: 

§  570.451  Definitions. 

***** 

(m)  The  term  “city”  includes  large 
cities  and  small  cities,  as  defined  in  this 
section,  and  the  counties  of  Kauai,  Maui 
and  Hawaii  in  the  State  of  Hawaii  and 
American  Samoa,  Guam,  the  Northern 
Mariana  Islands,  the  Virgin  Islands  and 
Indian  tribes. 

(n)  A  "transaction”  is  a  major  project 
element  which  can  be  undertaken 
separately  and  can  be  evaluated  on  its 
own  merits. 

(o)  An  “economic  development 
component”  is  a  major  project  element 
which  cannot  be  undertaken  separately 
but  which  generates  its  own  cash  flow 
separate  from  other  components  of  the 
project,  exclusive  of  publicly-owned 
infrastructure  and  parking. 

(p)  An  “Indian  tribe”  means  one  that 
is  located  on  a  reservation  or  in  an 
Alaskan  Native  Village  and  was  eligible 
for  the  General  Revenue  Sharing 
Program  before  that  program’s 
September  30, 1986  repeal  (31  U.S.C. 

6701  et  seq.).  For  the  purposes  of  UDAG, 
an  Indian  reservation  includes  former 
Indian  reservations  in  Oklahoma,  as 
determined  by  the  Secretary  of  the 
Interior. 

In  §  570.452,  paragraphs  (c)(2), 

(d)(l)(ii),  (d)(2)(ii)  and  (e)  are  revised 
and  (d)(l)(ii)(E)  is  added,  to  read  as 
follows: 

§  570.452  Distressed  communities. 

***** 

(c)  *  *  * 

(2)  If  the  city  or  urban  county’s 
percentage  of  poverty  is  less  than  one- 
half  of  the  HUD-established  standard,  or 
if  the  change  in  per  capita  income  is 
more  than  twice  the  HUD-established 
standard,  then  it  must  meet  four  of  the 
following  seven  minimum  standards: 
percentage  of  housing  constructed 
before  1940;  percentage  of  proverty;  per 
capita  income  change;  population 
growth  lag/dedine;  job  lag/decline; 
unemployment;  unemployment  criteria 
used  to  establish  the  Labor  Surplus  Area 
designation. 

(d)  *  *  * 

(1)  *  *  * 

(ii)  If  the  percentage  of  poverty  is  less 
than  one  half  of  the  HUD-established 
standard,  or  if  the  change  in  per  capita 
income  is  more  than  twice  the  HUD- 
established  standard,  then  the  city  must 


meet  four  of  the  following  five 
standards. 

***** 

(E)  Percentage  of  Poverty. 
***** 

(2)  *  *  * 

(ii)  If  the  percentage  of  poverty  is  less 
than  one-half  of  the  HUD-established 
standard,  or  if  the  change  in  per  capita 
income  is  more  than  twice  the  HUD- 
established  standard,  then  the  city  must 
meet  four  of  the  following  six  minimum 
standards:  Percentage  of  housing 
constructed  before  1940;  percentage  of 
poverty;  per  capita  income  change; 
population  growth  lag/decline;  job  lag/ 
decline;  unemployment  criteria  used  to 
establish  the  Labor  Surplus  Area 
designation. 

***** 

(e)  Indian  Tribes.  An  Indian  tribe  that 
meets  the  definition  in  §  570.451(p)  shall 
be  presumed  to  meet  the  minimum 
standards  of  distress.  However,  the 
Secretary  may  deny  eligibility  to  a  tribe 
if  available  data  establishes  that  the 
tribe’s  distress  is  not  comparable  to  that 
of  potentially  eligible  jurisdictions. 

4.  Section  470.455  is  amended  by 
adding  new  paragraphs  (c)  and  (d),  to 
read  as  follows: 

§  570.455  Eligible  activities. 

***** 

(c)  Projects  whose  increased  energy 
efficiency  facilitates  broader  economic 
development,  preserves  scarce  fuels  or 
promotes  development  and  use  of 
renewable  energy  resources  are 
encouraged. 

(d)  Projects  in  which  minorities  are 
participants  as  contractors,  major 
suppliers,  equity  investors,  lessors, 
owners  or  private  participating  parties 
are  encouraged. 

5.  In  §  570.456,  paragraph  (a)  is  revised 
to  read  as  follows: 

§  570.456  Ineligible  activities  and 
limitations  on  eligible  activities. 

(a)  Large  cities  and  urban  counties 
may  not  use  assistance  under  this 
subpart  for  planning  the  project  or 
developing  the  application.  However, 
they  may  use  entitlement  community 
development  block  grant  funds  for  this 
purpose,  provided  that  the  UDAG 
project  meets  the  eligibility  test  of  this 
part.  Any  small  city  which  submits  a 
project  application  which  is  selected  for 
preliminary  approval  and  for  which 
legally  binding  grant  agreement  and  for 
which  a  release  of  funds  pursuant  to  24 
CFR  Part  58  has  been  issued  may  devote 
up  to  three  (3)  percent  of  the  approved 
amount  of  its  action  grant  to  defray  its 


> 
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actual  costs  in  planning  the  project  and 
preparing  its  application. 

*  *  *  *  * 

(6)  Section  570.458  is  amended  to 
revise  paragraph  (c)(14)(ix)(I)  and  to  add 
new  paragraphs  (c)(14)  (xvi)  and  (xvii) 
as  follows: 

§  570.458  Full  applications. 


(14)  *  *  * 

fix)  *  *  * 

(I)  The  acquisition  and  relocation 
requirements  of  the  Uniform  Relocation 
Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  as 
required  under  §  570.457(a)(1)  and  HUD 
implementing  regulations  at  24  CFR  Part 
42;  the  requirements  in  §  570.457(a)(2) 
governing  the  residential 
antidisplacement  and  relocation 
assistance  plan  under  section  104(d)  of 
the  Housing  and  Community 
Development  Act  of  1974  (the  Act) 
(including  a  certification  that  the 
applicant  is  following  such  a  plan);  the 
relocation  requirements  of  §  570.457 

(a)(3)  and  (b)  governing  displacement 
subject  to  section  104(k)  of  the  Act;  and 
the  relocation  requirements  of 
§  570.457(a)(4)  governing  optional 
relocation  assistance  under  section 
105(a)(ll)  of  the  Act. 

*  *  *  *  * 

(xvi)  For  an  appropriate  project,  the 
project  will  relieve  the  most  pressing 
employment  need  of  the  applicant  by: 

(A)  Reemploying  workers  in  a  skill 
that  has  recently  suffered  a  sharp 
increase  in  unemployment  locally; 

(B)  Retraining  recently  unemployed 
residents  in  new  skills;  or 

(C)  Providing  training  to  increase  the 
local  labor  pool  of  skilled  labor. 

(xvii)  For  an  appropriate  project,  the 
area  has  a  severe  shortage  of  housing 
for  low  and  moderate  income  persons. 
(The  applicant  should  be  aware  that  this 
certification  could  affect  its  compliance 
with  the  new  provisions  under  section 
104(d)  of  the  Housing  and  Community 
Development  Act  of  1974). 

7.  Section  570.459  is  revised  to  read  as 
follows; 

§  570.459  Criteria  for  selection. 

(a)  General.  Each  funding  round,  HUD 
will  review  all  new  applications 
received  and  all  applications  pending 
consideration  and  will  determine  which 
meet  the  basic  program  requirements. 
The  specific  nature  and  purpose  of  the 
proposed  project  will  determine  the 
extent  to  which  each  of  the  selection 
criteria  in  paragraphs  (e)  and  (f)  of  this 
section  will  apply.  In  utilizing  the 
discretion  of  the  Secretary  when 
providing  assistance  and  apply  selection 


criteria  under  this  section,  the  Secretary 
will  not  discriminate  against 
applications  on  the  basis  of:  (1)  The  type 
of  activity  involved,  i.e.,  whether  the 
applicant  is  a  city  of  an  urban  county. 

(b)  Requirements  which  must  be  met 
to  be  considered  in  project  selection: 

(1)  A  firm  private  commitment.  No 
project  will  be  funded  under  this  subpart 
unless  there  is  a  firm  private 
commitment  to  finance  and  carry  out  the 
proposed  project.  The  private 
commitment  must  have  clear,  direct 
relationship  to  the  activities  for  which 
funding  is  requested. 

(2)  Leveraging  Ratio.  Each  project, 
each  transaction  within  a  project,  and 
each  economic  development  component 
within  a  project  must  have  a  leveraging 
ratio  of  at  least  $2.50  of  private  funds  to 
every  $1.00  of  action  grants  funds. 

(3)  A  firm  commitment  of  public 
resources.  If  a  project  requires  a 
commitment  of  other  public  resources, 
then  there  must  be  a  firm  public 
commitment. 

(4)  Funds  required — The  Secretary 
must  determine  that  the  project  requires 
action  grant  funds  by  finding  that: 

(i)  The  action  gra-M  funds  will  not 
subsitute  for  local  funds  (see 

§  570.458(c)(14)(iii)); 

(ii)  But  for  the  receipt  of  the  action 
grant  funds,  the  project  would  not  be 
undertaken;  and 

(iii)  The  grant  amount  provided  is  the 
least  amount  necessary  to  make  the 
project  feasible.  For  Fiscal  Years  1988 
and  1989  the  maximum  grant  amount  for 
any  project  is  $10,000,000. 

(5)  Impact  on  physical  and  economic 
conditions.  The  proposal  must 
demonstrate  to  HUD  the  extent  to  which 
the  project  will  have  a  substantial 
impact  on  the  physical  and  economic 
development  of  the  city  or  urban  county; 

(6)  Timeliness.  The  proposal  must 
demonstrate  to  HUD  that  the  proposed 
activities  are  likely  to  be  accomplished 
in  a  timely  fashion  with  the  grant 
amount  available.  (HUD  expects 
projects  to  be  completed  within  four 
years  from  the  date  of  the 
announcement  of  preliminary  funding 
approval);  and 

(7)  Demonstrated  Performance.  The 
applicant  has  demonstrated 
performance  in  carrying  out  housing  and 
community  development  programs. 
Performance  shall  be  evaluated  using 
such  considerations  as  past  compliance 
with  HUD  regulations  and  statutory 
requirements  and  progress  in  carrying 
out  programs  as  planned. 

(c)  Selection  of  projects  for 
preliminary  approval:  Large  cities  and 
urban  counties.  Projects  shall  be 
selected  on  the  basis  of  the  following 
point  system: 


(1)  Impaction  (maximum  value  of  35 
points).  The  comparative  degree  of 
economic  distress  among  applicants,  as 
measured  by  combining  the  points  from 
three  factors: 

(1)  The  percentage  of  the  total  housing 
stock  that  was  built  prior  to  1940 — up  to 
17  points; 

(ii)  The  extent  of  poverty — up  to  11 
points;  and 

(iii)  The  population  growth  rate — up  to 
7  points; 

(2)  Distress  (maximum  value  of  35 
points).  The  comparative  degree  of 
economic  deterioration  in  cities  and 
urban  counties,  as  measured  by 
combining  the  points  from  three  factors: 

(i)  Per  capita  income  change — up  to  15 
points; 

(ii)  Unemployment  rate — up  to  15 
points;  and 

(iii)  Job  lag/decline — up  to  5  points; 

(3)  Other  criteria  (maximum  value  of 
33  points)  and  bonus  points  (maximum 
value  of  2  points).  The  factors  contained 
in  paragraphs  (e)  through  (f)  of  this 
section. 

(d)  Selection  of  projects  for 
preliminary  approval:  Small  cities. 
Projects  shall  be  selected  on  the 
following  basis: 

(1)  Impaction  (maximum  value  of  35 
points).  The  comparative  degree  of 
economic  distress  among  applicants,  as 
measured  by  combining  the  points  from 
three  factors: 

(1)  The  percentage  of  the  total  housing 
stock  that  was  built  prior  to  1940 — up  to 
17  points; 

(ii)  The  extent  of  poverty — up  to  11 
points;  and 

(iii)  The  population  growth  rate — up  to 
7  points; 

(2)  Distress  (maximum  value  of  35 
poinis).  The  comparative  degree  of 
economic  deterioration,  as  measured  by 
combining  the  points  from  the  following 
factors: 

(i)  Per  capita  income  change — up  to  18 
points;  and 

(ii)  Labor  Surplus  Area  (LSA) 
unemployment  rate — up  to  17  points; 

(3)  Other  criteria  (maximum  value  of 
33  points)  and  bonus  points  (maximum 
value  of  2  points).  The  factors  contained 
in  paragraphs  (e)  through  (f)  of  this 
section. 

(e)  Other  criteria  (maximum  value  of 
33  points).  In  evaluating  a  proposed 
project,  HUD  will  consider  the  following 
factors.  The  maximum  point  value  for 
each  factor  is  identified  below: 

(1)  Leveraging  ratio  (10  points).  The 
extent  to  which  the  grant  will  stimulate 
economic  recovery  by  leveraging  private 
investment:  . 
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(2)  New  permanent  jobs  (3  points). 

The  number  of  new  permanent  jobs  to 
be  created; 

(3)  tJDAG  funds  per  new  permanent 
job  (7  points).  The  amount  of  action 
grant  funds  requested  in  relationship  to 
the  number  of  new  permanent  jobs; 

(4)  Percent  new  low/moderate  income 
jobs  (2  points).  The  percentage  of  new 
permanent  jobs  accessible  to  low / 
moderate  income  persons,  including 
low/moderate  income  persons  who  are 
unemployed; 

(5)  Percent  of  ne  w  minority  jobs  (2 
points).  The  percentage  of  new 
permanent  jobs  accessible  to  minorities, 
including  minorities  who  are 
unemployed; 

(6)  Retained  jobs  (2  points).  The 
number  of  jobs  that  will  be  lost  without 
the  provision  of  a  UDAG  award. 
Retained  jobs  will  be  measured  by  the 
number  of  jobs  that  were  in  existence 
before  the  start  of  the  project  and  that 
are  dependent  upon  the  project  for  their 
continued  existence  as  substantiated  by 
firm  evidence  that  if  the  project  does  not 
proceed,  the  jobs  will  be  lost; 

(7)  Pressing  employment  need  (1 
point).  Based  upon  the  applicant's 
certification,  HUD  will  assess  whether 
the  project  will  relieve  the  most  pressing 
employment  needs  of  the  applicant  by: 

(i)  Reemploying  workers  in  a  skill  that 
has  recently  suffered  a  sharp  increase  in 
unemployment  locally; 

(ii)  Retraining  recently  unemployed 
residents  in  new  skills;  or 

(iii)  Providing  training  to  increase  the 
local  labor  pool  of  skilled  labor; 

(8)  Pressing  residential  need  (1  point). 
HUD  will  assess  whether  the  project 
will  relieve  a  pressing  housing  need  for 
low  and  moderate  income  persons  in  the 
jurisdiction  by  using  the  factors 
described  in  this  paragraph  (e)(8): 

(i)  The  applicant  certifies  that  the  area 
has  a  severe  shortage  of  housing  for  low 
and  moderate  income  persons  (this 
certification  may  affect  the  applicant's 
compliance  with  the  new  provisions 
under  section  104(d)  of  the  Housing  and 
Community  Development  Act  of  1974); 
and 

(ii)  The  application  proposes  that; 

(A)  Not  less  than  51%  of  all  funds 
available  for  the  project  will  be  used  for 
dwelling  units  and  related  facilities;  and 

(B)  Not  less  than  30%  of  all  funds  used 
for  dwelling  units  and  related  facilities 
will  be  used  for  dwelling  units  to  be 
occupied  by  persons  of  low  and 
moderate  income,  or  not  less  than  20% 
of  all  dwelling  units  made  available  to 
occupancy  using  such  funds  will  be 
occupied  by  persons  of  low  and 
moderate  income,  whichever  results  in 
the  occupancy  of  more  dwelling  units  by 
persons  of  low  and  moderate  income; 


(9)  Tax  benefits  per  UDAG  dollar  (2 
points).  The  impact  of  the  proposed 
project  on  the  fiscal  base  of  the 
community  and  the  relationship  to  the 
amount  of  grant  funds; 

(10)  State /local  funds  per  UDAG 
dollar  (2  points).  The  extent  of 
assistance  to  be  made  available  by 
State/local  funds  in  relation  to  the 
amount  of  UDAG  funds; 

(11)  Federal  Enterprise  Zone 
Designation  (1  point).  The  project 
demonstrates  special  State/local 
economic  incentives  by  being  located 
within  an  enterprise  zone  designated  in 
accordance  with  Title  VII  of  the  Housing 
and  Community  Development  Act  of 
1987. 

(f)  Bonus  Points.  An  applicant  will  be 
provided  with  bonus  points  as  provided 
for  below: 

(1)  An  applicant  that  did  not  receive 
preliminary  grant  approval  during  the 
12-month  period  preceding  the  date  on 
which  applications  are  required  to  be 
submitted  for  the  grant  competition 
involved  shall  be  awarded  1  bonus 
point. 

(2)  An  applicant  that  did  not  receive  a 
preliminary  grant  approval  during  the 
24-month  period  preceding  the  date  on 
which  applications  are  required  to  be 
submitted  for  the  grant  competition 
involved  shall  be  awarded  two  bonus 
points. 

(3)  If  an  applicant  has  submitted  and 
has  pending  more  than  one  application, 
bonus  points  shall  only  be  provided  to 
the  pending  application  which  receives 
the  highest  number  of  points  awarded 
under  paragraph  (e)  of  this  section. 

The  following  table  summarizes  the 
point  system  to  be  used  by  HUD  in 
accordance  with  §  570.460(c)(1)  in 
selecting  projects  for  preliminary 
funding  approval; 


UDAG  Project  Selection  System 


Selection  criteria 
for  large  cities, 
urban  counties  and 
small  cities 

Factors 

Maxi¬ 

mum 

points 

A.  Impaction _ _ 

Pre-1940  Housing 

35 

(17). 

Extent  of  Poverty 
(11) 

Population  Growth 
Rate  (7) 

35 

Large  Cities  and 

Small  Cities 

Urban  Counties 

Per  Capita  Income 

Per  Capita  Income 

Change  (15). 

Change  (18) 

Unemployment  rate 

LSA 

(15)  Job  lag  (5). 

Unemployment 

Rate  (17) 

33 

1 .  Leveraging  ratio 
(10) 

UDAG  Project  Selection  System— 
Continued  i 


Selection  criteria 
for  large  cities, 
urban  counties  and 
small  cities 

Factors 

Maxi¬ 

mum 

points 

2.  New  Permanent 
Jobs  (3) 

3.  UDAG  funds  per 
New  Permanent 
Job  (7) 

4.  Percent  New 
Low/Moderate 
Income  Jobs  (2) 

5.  Percent  New 
Minority  Jobs  (2) 

6.  Retained  Jobs 
(2) 

7.  Pressing 
Employment 

Need  (1) 

8.  Pressing 
Residential  Need 
(1) 

9.  Tax  Benefits  per 

UDAG  $  (2)  J 

10.  State/Local 
Funds  per  UDAG 
$(2) 

1 1 .  Federal 
Enterprise  Zone 
Designation  (1) 

2 

1.  Applicant  has  not  received  a 
preliminary  UDAG  approval  for  one 
year  (1) 

or 

2.  Applicant  has  not  received  a 
preliminary  UDAG  approval  for  two 
years  (2). 

Total  Possible  Points . 105 

8.  In  §  570.460,  paragraph  (a)  is 
revised,  paragraphs  (c)(1)  through  (c)(5) 
are  redesignated  as  paragraphs  (c)(4) 
through  (c)(8),  respectively,  new 
paragraphs  (c)(1)  through  (c)(3)  are 
added,  and  paragraph  (d)  is  removed,  to 
read  as  follows: 

§  570.460  HUD  review  and  action  on 
applications: 

(a)  Submission  and  review  schedule. 
The  following  chart  indicates  dates  for 
submission  of  pre-application  requests 
for  determination  of  eligibility,  the  full 
application,  HUD  review  and 
consultation  with  the  applicant,  the 
deadline  for  receipt  of  firm  financial 
commitments,  and  the  date  by  which  the 
decision  for  preliminary  approval  is 
made.  This  schedule  will  remain  in 
effect  unless,  within  30  days  of  the  start 
of  a  fiscal  year,  the  Secretary  announces 
by  Federal  Register  Notice  a  revised 
schedule  applicable  to  the  upcoming 
fiscal  year.  Public  announcements  of 
preliminary  funding  approvals  will  be 
made  shortly  after  the  decision  date. 
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Determination  of  eligibility 
(preapplication  SF-424  to  be 
submitted  by 

Application  submission  period 

Review  period 

Deadline  for  firm  financial 
commitments  1 

Decision 

date 

Large  dties/Urban  counties: 

SepL  30 . 

Nov.  1-30 . 

Jan.  31 

May  31. 

Sept  30 

Mar.  1-31 . 

May  15 . 

Small  cities: 

Nov.  30 . 

Jan.  1-31 . 

Feb.  1-Mar.  31 . 

Mar.  15 . 

Mar.  31. 

Mar.  31 . 

May  1-31 . 

July  31. 

Nov.  30 

July  31 . 

Sept.  1-30 . 

Nov.  15 . „ . 

1  If,  in  a  particular  month  a  deadline  falls  on  a  weekend,  the  deadline  is  carried  over  to  the  following  Monday.  If  the  deadline  falls  on  a  Federal  holiday,  it  is 
carried  over  to  the  next  business  day. 


(1)  *  *  * 

*  ★  *  *  * 

(c)  Central  office  action  on 
applications.  (1)  Preliminary  approval 
decisions  will  be  made  by  HUD  Central 
Office  utilizing  the  point  system 
described  in  §  570.459.  Central  Office 
funding  decisions  for  distressed  cities 
and  urban  counties  will  be  based  upon  a 
funding  formula  for  grants  which,  to  the 
extent  practicable,  will  make  65%  of 
funds  available  for  projects  based  upon 
points  received  for  all  the  criteria  and 
35%  of  funds  available  for  projects 
based  only  on  other  criteria  and  bonus 
points,  as  described  in  §  570.459  (e)  and 
(f).  Applications  for  Pockets  of  Poverty 
are  selected  separately  from  distressed 
cities  and  urban  counties.  Applicable 
criteria  for  Pockets  of  Poverty  are  found 
in  §  570.466. 

(2)  The  funds  for  the  competition  are 
to  be  an  amount  approximately  equal  to 
the  amount  of  appropriated  funds 
available,  divided  by  the  number  of 
scheduled  competitions,  plus  available 
carry-overs  and  recaptures. 


(3)  For  Fiscal  Years  1988  and  1989,  the 
maximum  grant  amount  for  any  project 
is  $10,000,000. 

***** 

9.  In  §  570.461,  paragraph  (e)  is  revised 
to  read  as  follows: 

§  570.461  Post  preliminary  approval 
requirements. 

***** 

(e)  Program  Income.  Notwithstanding 
any  other  provisions  of  this  part  and 
unless  otherwise  provided  in  the  grant 
agreement,  program  income  received  by 
the  Recipient  under  this  Subpart  before 
the  completion  of  construction  of  all 
action  grant  funded  activities  shall  be 
used  to  reimburse  costs  incurred  for  the 
Recipient  activities.  Such  income  shall 
be  used  instead  of  any  draw  under  the 
letter  of  credit  to  the  extent  adequate  to 
reimburse  costs  so  incurred  except  as 
otherwise  provided  in  the  grant 
agreement.  Program  income  received 
before  project  closeout  shall  be  spent  for 
activities  eligible  under  Title  I  of  the 
Housing  and  Community  Development 


Act  of  1974  and  shall  be  spent  in 
accordance  with  24  CFR  Part  570.  Upon 
project  closeout  all  program  income 
shall  be  made  available  by  the  Recipient 
for  economic  development  activities  that 
are  eligible  for  funding  under  the  Urban 
Development  Action  Grant  program  or 
section  105  of  the  Housing  and 
Community  Development  Act  of  1974. 
These  funds  are  to  be  considered 
miscellaneous  revenues  and  shall  not  be 
governed  by  24  CFR  Part  570.  The 
Recipient  shall  provide  the  Secretary 
with  a  statement  of  the  use  of  repaid 
grant  funds  during  the  most  recent  full 
fiscal  year  and  projected  receipt  and  use 
of  repaid  grant  funds  for  the  following 
fiscal  year  of  this  applicant. 
***** 

Date:  August  20, 1988. 

Jack  R.  Stokvis, 

Assistant  Secretary  for  Community  Planning 
and  Development. 
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